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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS - 30 June 2006 

FOREWORD 


The Ingwe Municipality is situated in southern KwaZulu-Natal and comprises the villages of Bulwer, Creighton 
and Donnybrook together with the rural areas surrounding these villages. The municipality has an area of 
approximately 1 970 square kilometres and an estimated population of 185 000. Creighton is the administrative 
centre of the municipality. 

The financial statements indicate that, once again, that the municipality is in a sound financial position. Statutory 
funds, reserves and retained income amounted to R22,9 million at the year end in comparison 
with R16,l million at the previous year end. These funds were represented by investments of R21,5 million and 
other net assets of Rl,4 million. Investments at the previous year end amounted to R14,2 million and other net 
assets to Rl,9 million. 


The municipality's operating results for the year were satisfactory in comparison with the budget. As a result of 
higher than budgeted income from interest on investments, the portion of the equitable share grant utilised to 
balance the operating budget was reduced by R400 000. Further details concerning the operating results are 
contained in the Treasurer's report. 


Significant projects carried out during the year in furtherance of our mandate for service delivery included: 


R 


Housing project - Bulwer 
Housing project - Tarr's Valley 
Housing project - Ngcobo's Farm 
Expenditure from the MIG grant: 

Nkaseni road 
Kilimon taxi rank 
Bazini road 
Fenyeni road 
Khetokuhle sportsfield 
Ngwagwane hall 
Amakhuze biodiversity project 
Bulwer craft center and hall 
Hlabeni sportsfield 
Bulwer taxi rank 
Nqulela hall 
Nkelabantwana hall 
Qulashe road 
Ndulini / Masameni road 
An LDV and three railway coaches 
Computer equipment (including that for the GIS) 
Sports development 
Womens' forum 
Community functions 
Youth functions 
Community upliftment 
Establishment of traffic police 
Electricity imbizo 
Education support 
Special programmes 
Ntakama church HIV project 
Free basic electricity 
Introduction of ward committees 
Ward fencing projects 
Total spending on significant projects 


1,679,111 

1,442,329 

877,432 

784,229 

571,610 

1,119,878 

696,424 

374,798 

41,516 

242,589 

1,365,722 

223,189 

980,201 

262,200 

150,885 

1,667,022 

514,256 

197,633 

167,092 

320,951 

107,878 

322,031 

63,990 

104,659 

121,219 

353,275 

63,031 

315,064 

60,357 

88,844 

185,436 

413,860 

15,878,711 


I express my sincere thanks to the current and previous municipal managers and their staff and to my fellow 
councillors for their hard work and dedication during the year and for the pleasant atmosphere in which I have 
been able to perform my duties. 


ERS Sikhakhane 
Mayor 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS ■ 30 June 2006 


CHIEF FINANCIAL OFFICER'S REPORT 
for the year ended 30 June 2006 


1 Operating results 

The operating results for the year are as follows: 


Operating income 
Operating expenses 

Operating surplus 


Actual 

R 

10 396 761 
9 963 171 


Budget 

R 

10 473 300 
10 005 458 


433 590 467 842 


Operating income other than the equitable share grant amounted to Rl,9 million for the year compared with 
budgeted income of Rl,6 million. The positive variance of R300 000 is attributable mainly to an excess over 
budget of interest as a result of higher than anticipated investment of surplus cash funds. 

Operating expenditure for the year amounted to R10,0 million which was marginally less than the budget. 

Appendix D to the financial statements reveals that salaries and allowances were Rl,l million less than budget. 
The main reasons for the saving were as follows: 

R 


Budgeted positions remaining vacant 372 385 

Performance bonuses not awarded to senior managers 312 160 

Saving on contributions to medical aid schemes 222 344 

Councillors' salaries and allowances over-budgeted 172 683 


1 079 572 


Appendix D also shows that general expenses exceeded budget by Rl,l million, the main reasons for 
which were as follows: 

R 


Catering for functions and meetings 

107 

632 

Community relief fund expenditure 

246 

672 

Fuel and oil purchases 

94 

627 

Hire of vehicles and equipment 

106 

102 

Promotions and publicity 

137 

537 

Security for the Mayor 

115 

703 

Staff travel and accommodation 

310 

942 

Telephone usage 

115 

611 


1 234 826 
138 463 


1 096 363 


Reduced by savings in provision for doubtful debts and other costs 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS - 30 June 2006 

CHIEF FINANCIAL OFFICER'S REPORT 
for the year ended 30 June 2006 


2 Retained income 

Retained income increased from R690 541 at the beginning of the financial year to R1 124 131at 30 June 2006 as 
a result of the operating surplus of R433 590 for the year. This is summarised as follows 

R 


Retained income at 1 July 2005 
Operating surplus for the year 

Retained income at 30 June 2005 

3 Cash position of the funds 

a) Capital development fund 


Cash invested in the fund at 1 July 2005 
Cash movements during the year 

Annual contribution from operating account 
Interest received on external investments 
Interest received on internal advances 
Repayment received on internal advances 
50% of interest transferred to operating account 

Cash available in the fund at 30 June 2006 
b) Public improvement fund 


Cash invested in the fund at 1 July 2005 
Cash movements during the year 

Proceeds of land sales 
Interest received on external investments 
Interest received on internal advances 
Repayment received on internal advances 
50% of interest transferred to operating account 

Cash available in the fund at 30 June 2005 


690 

541 

433 

590 

1 124 

131 

R 


1 137 

715 

321 

000 

76 

035 

7 

386 

14 

459 

( 41 

711) 

1514 

884 

R 


483 

009 

117 

289 

32 

280 

9 

586 

8 

191 

( 20 

933) 

629 

422 


The total cash available in these two funds amounted to R2 144 306 at 30 June 2006. This cash may be used 
to finance future capital expenditure by way of an asset financing fund to be established on 1 July 2006 when 
the generally recognised accounting practice convention is adopted by the municipality. 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS ■ 30 June 2006 


CHIEF FINANCIAL OFFICER'S REPORT 
for the year ended 30 June 2006 


4 Overall cash position 

Cash, including investments, increased from R14 292 520 at the beginning of the year to R22 118 519 at 


30 June 2006 as follows: 

2006 2005 

R R 

Capital development fund 1 514 884 1 457 654 

Public improvement fund 629 422 562 475 

Rates and general service capital account surplus 4 559 4 559 

Operating account, including unexpended grants 19 969 654 12 267 832 


22 118 519 14 292 520 


Unexpended grants, which have been included in reserves in the financial statements, are the main reason for 
the strong cash position. The bulk of these grants have been earmarked for projects that have already 
commenced or which will commence during the forthcoming financial year. 

The overall financial position of the municipality remains sound. A prudent approach has been adopted with 
regard to the carrying value of debtors in that an accumulated amount of R917 000 has been provided in the 
event that debtors may prove irrecoverable. 

5 Capital expenditure 


Details of capital expenditure amounting to R9 488 251 during the year are as follows: 



Actual 

Budget 


R 

R 

Municipal capital building 

138 334 


Ncwadi taxi rank 

24 349 


Zidweni community hall 

75 435 


Njobokazi community hall 

78 403 


Improvements to existing municipal buildings 

50 250 

65,000 

Nkelebantwana community hall 

154 225 


Bulwer community hall 

1 314 329 

110,000 

Bulwer craft centre 

51 393 

250,000 

Bulwer taxi rank 

980 201 


Nqulela community hall 

262 200 


Other community halls 

18 043 


Ngwagwane community hall 

41 516 

500,000 

Khetokhule sportsfield 

374 798 

400,000 

Roads 

5 490 186 

1,300,000 

Plant, machinery and equipment 

3 500 

60,000 

Motor vehicles and railway coaches 

197 634 

280,000 

Computer equipment 

167 092 

20,000 

Office furniture and equipment 

66 363 

20,000 

Mpulwane sportsfield 


200,000 

Eshayamoya train matching finance 


300,000 


9 488 251 3 505 000 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS ■ 30 June 2006 


CHIEF FINANCIAL OFFICER'S REPORT 
for the year ended 30 June 2006 


5 Capital expenditure (continued) 


The capital expenditure was financed as follows: 

R 


Contributions from current income 

37 

192 

Equitable share grant 

5 057 

484 

Municipal infrastructure grant 

3 588 

455 

Bulwer craft centre grant 

805 

120 


9 488 251 


6 Equitable share grant 

The major source of income for the municipality is the equitable share grant from national government. Upon 
receipt the grant is credited to the Equitable Share Reserve. The grant is then utilised for various purposes. 
Details of movements on the reserve for the current financial year are as follows: 

R 

Unexpended balance brought forward on 1 July 2005 4,685,315 

Grant received - as Gazetted in terms of the the Division 

of Revenue Act 16,392,618 

Unexpended remainder of various grants now closed off 

and transferred to this reserve 51,003 

21,128,936 

These funds were expended as follows: 

Transfer, as planned in the budget, to operating income 


(to balance operating income with operating expenses) -8,500,000 

Transfer to capital account as funding for fixed assets 
acquired and capitalised during the year - refer to 

paragraph 5 above -5,057,484 

Expenditure on non-capitaliseable projects carried out 
during the year; 

Sports development project -320,951 

Middle income housing -29,400 

Economic policy -14,700 

Municipal by-laws -4,500 

Women's forum -107,878 

Community functions -322,031 

Youth functions -63,990 

Nsimbini classrooms -4,685 

Ndabakazibuzwa classrooms -875 

Environmental evaluation -14,900 

Rail tourism project -17,644 

Hlabeni sportsfield -223,190 

Nkelebantwana Nicro project -1,891 

Community upliftment -104,659 

Buthu church creche building -52,677 

Chairs for Njobokazi hall -10,677 

Chairs for Hlabeni hall -200 

Establishment of traffic police -121,220 

Solid waste disposal strategy -12,350 

Electricity imbizo -353,275 

Education support -63,031 

Special programmes -315,065 

Ngxolo community fencing -30,331 

Ntakama church HIV project -60,358 

Supply chain management training -47,341 

Bulwer business plan -7,738 

Free basic electricity -88,845 

LUM policy -73,845 

Introduction of ward committees -185,436 

Ward fencing projects -413,860 

Contribution to the steam locomotive pit -40,000 

Other -317,063 


Unexpended balance of the grant as at 30 June 2006 4,146,848 


F F McALLISTER 
Chief Financial Officer 
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INGWE MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS ■ 30 June 2006 


ACCOUNTING POLICIES 


1 Basis of presentation 

1.1 The financial statements are prepared in conformity with the standards laid down by the Institute 
of Municipal Treasurers and Accountants in its Code of Accounting Practice (1997) and Report on 
Published Annual Financial Statements (Second Edition, 1996). 

1.2 The financial statements are prepared on the historical cost basis, adjusted for fixed assets as 
more fully set out in accounting policy note 4. 

1.3 The financial statements are prepared on the accrual basis: 

Income is accrued when measurable and collectible. Certain indirect income such as traffic fines 
is only accounted for when received. 

Known expenditure to date of preparation of the financial statements is accrued in the year in 
which it is incurred. 

1.4 The accounting policies are consistent with those of the previous year except where otherwise 
indicated. 

2 Consolidation 

The balance sheet includes the rates and general service and the different funds, reserves and provisions. 

3 Funds 

3.1 Capital development fund 

The ordinance requires a minimum contribution of 3% of the defined income of the local authority 
to this fund. The fund is used to finance capital expenditure and surplus funds are invested. 

3.2 Public improvement fund 

The fund is used to finance capital expenditure and surplus funds are invested. 

4 Fixed assets 

4.1 Fixed assets are stated at historical cost or, in the case of assets acquired by grant or donation, 
at valuation based on the market price of the asset at date of acquisition. Assets no longer in 
existence or fit for use are written off. 

4.2 Fixed assets are not depreciated. The value of loans redeemed and other capital receipts is 
equivalent to depreciation and is off-set against the cost of fixed assets. 

4.3 Net proceeds from the sale of vacant immovable property are credited to the public improvement 
fund. Net proceeds from the sale of other fixed assets are credited to the capital development 
fund. 

4.4 The acquisition of fixed assets is financed from different sources including operating income, 
endowments, external loans and internal advances. Interest is charged on the loans and advances 
at the rates ruling at the dates of acquisition of the assets. The loans and advances are repaid 
over the estimated useful lives of the assets concerned. 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS - 30 June 2006 

ACCOUNTING POLICIES 

5 Investments 

Investments are stated at cost and comprise securities prescribed by section 125 of the Local 
Authorities Ordinance, 1974. The investments are considered risk-free. 

6 Provisions 

6.1 Auditfee 

Provision is made for the estimated cost of the audit of the current financial statements. 

6.2 Leave encashments 

Provision is made for the value of leave due to members of staff at year end. 

6.3 Property revaluation 

Provision is made for the estimated cost of revaluing municipal property every five years. 

6.4 Workmen's compensation assurance 

Provision is made for the estimated cost of workmen's compensation assurance cover for the 
period from last assessment to the year end. 

6.5 Doubtful debts 

Provision is made for debts the recovery of which appears doubtful at year end. 

7 Income recognition 

7.1 Assessment rates are levied on land only and are raised annually. State owned land is subject 

to a 20% rebate. Land zoned agricultural and used exclusively for agricultural purposes is subject 
to a 50% rebate. 

7.2 Charges for refuse removal and other services are raised monthly. 

7.3 Investment income is accounted for monthly. 

8 Administration and other overhead expenses 

The estimated costs of internal support services are transferred to the various departments. 

9 Retirement benefits 

Certain employees contribute to the KwaZulu-Natal Joint Municipal Pension Fund, a defined benefit 
fund, or the KwaZulu-Natal Joint Municipal Provident Fund, a defined contribution fund. The funds 
are considered sound. 

10 Cash flow statement 

For the purposes of the cash flow statement, cash and cash equivalents comprise investments, bank 
balances and cash. 
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INGWE MUNICIPALITY 


BALANCE SHEET - 30 June 2005 


CAPITAL EMPLOYED 


2006 

Note R 


Statutory funds 
Reserves 
Retained income 


23 544 456 


1 2 659 904 

2 19 760 421 

12 1 124 131 


EMPLOYMENT OF CAPITAL 
Fixed assets 

Current assets 

Investments 

Debtors 

Bank balances and cash 


Less: 


Current liabilities 

Creditors 

Provisions 


3 


4 

5 


6 

7 


511 834 


21 492 069 
4 577 377 
626 450 


26 695 896 


2 280 979 
1 382 295 


3 663 274 


23 032 622 


23 544 456 


2005 

R 


2 158 972 
13 231 399 
690 541 


16 080 912 


534 486 


14 240 599 
3 824 954 
51 921 


18 117 474 


1 163 639 
1 407 409 


2 571 048 


15 546 426 


16 080 912 


Net current assets 
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INGWE MUNICIPALITY 

OPERATING ACCOUNT: INCOME STATEMENT 
for the year ended 30 June 2006 


2006 


2005 

Actuai 

income 

R 

2005 

Actuai 

expenditure 

R 

2005 

Surpius 

(deficit) 

R 

Rates and general service 

2006 

Actuai 

income 

R 

2006 

Actual 

expenditure 

R 

2006 

Surplus 

(deficit) 

R 

Budgeted 

surplus 

(deficit) 

R 

8 298 898 

7 798 532 

500 366 

Community services 

10 198 001 

9 542 190 

655 811 

689 091 

185 892 

315 092 

( 129 200) 

Subsidised service 

198 760 

420 981 

( 222 221) 

( 221 249) 

8 484 790 

8 113 624 

371 166 

Totals for year 

10 396 761 

9 963 171 

433 590 

467 842 


- 

Appropriations for year 

- 

371 166 

Net surplus for year 

433 590 

319 375 

Retained income at beginning of year 

690 541 

690 541 

Retained income at end of year 

1 124 131 


Notes: The subsidised service comprises the refuse service 

Refer to Appendices D and E for more detaii 
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INGWE MUNICIPALITY 

CASH FLOW STATEMENT 
for the year ended 30 June 2006 


Note 

Cash flow resulting from operating activities 

Operating surplus for the year 

Adjustment for non-operating and other items 13 

Non-operating expenditure charged against provisions and reserves 

Appropriations charged against operating income 

Capital charges against operating income 

Interest on investments credited to operating income 

State subsidies credited to operating income 


Cash utilised by operations 
Investment income 

(Decrease) Increase in working capital 14 

Cash utilised by operating activities 
External interest paid 


Cash flow resulting from investing activities 

Investment in fixed assets 
Proceeds of disposal of fixed assets 


Cash flow resulting from financing activities 

Cash contributions from the public and state 
Repayment of long term liabilities 
Receipt of consumer security deposits 


Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of year 


2006 2005 

R R 


433 590 


( 12 

911 

594) 


623 

505 


31 

137 

( 

862 

460) 

(8 

500 

000) 

(21 

619 

412) 

(21 

185 

822) 


955 

472 


364 

917 

( 19 

865 

433) 



0 

( 19 

865 

433) 

(9 

488 

250) 


121 

905 

(9 

366 

345) 

37 

057 

777 

37 

057 

777 

7 

825 

999 

14 

292 

520 


22 118 519 


371 166 


( 12 

121 

956) 

1 

205 

266 


37 

441 

( 

726 

349) 

(6 

430 

000) 

( 18 

035 

598) 

(17 

664 

432) 


797 

831 

(2 

870 

820) 

( 19 

737 

421) 


( 3 

155) 

( 19 

740 

576) 

(5 

185 

389) 


101 

540 

(5 

083 

849) 

25 

494 

837 

25 

494 

837 


670 

412 

13 

622 

108 


14 292 520 


Cash and cash equivalents at end of year 


15 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


1 Statutory funds 

2006 

R 

Capital development fund 1 574 280 

Public improvement fund 1 085 624 


2 659 904 


Refer to Appendix A for more detail. 

2 Reserves 


2006 

R 


Equitable share grant 

4 406 

129 

Land development grant 


- 

Establisbment grant 


- 

Local economic development grant 


- 

Amakhuze biodiversity project grant 

716 

762 

Free basic water grant 

677 

785 

Financial management grant 

500 

000 

State bousing subsidy - Bulwer project 

837 

541 

State housing subsidy - Creighton project 

7 

364 

State housing subsidy - Donnybrook project 

62 

871 

State bousing subsidy - Ngcobo's farm 

638 

393 

State bousing subsidy - Tar's Valley project 

19 

579 

State electrification project 

4 098 

000 

CMIP grant - Bulwer housing project 

95 

979 

CMIP grant - Donnybrook water system 

194 

941 

CMIP grant - Ngcobo's farm infrastructure 

97 

934 

CMIP grant - Nkwezela landfill site 

130 

087 

CMIP grant - Tar's Valley infrastructure 

75 

363 

Municipal infrastructure grant 

2 154 

594 

Indigent support grant 

675 

783 

Rating of property grant 

335 

000 

Management assistance programme grant 

966 

353 

IDP review grant 

94 

172 

Infrastructure grant 


- 

PIMS Skills development grant 

173 

825 

Bulwer craft centre grant 


- 

Land use management system grant 

6, 

,155 

GAMAP grant 

45, 

,000 

GIS grant 

358 

367 

Web page grant 

60 

000 

Anti-corruption grant 

134 

500 

Municipal Finance Management Actgrant 

100 

000 

Inter-departmental monitoring grant 

40 

000 

Municipal systems improvement grant 

548 

564 

Community development workers grant 

96 

000 

Housing plan grant 

100, 

,000 


2005 

R 

1 211 570 
947 402 


2 158 972 


2005 

R 

4 685 315 
1010 
110 440 
2 720 
604,133 
677 785 

250.000 
515,129 

7 705 
20,531 
1,444,394 
335,145 

95 979 
194 941 
169,367 
189 938 
124,308 

670 493 

170.000 
245 897 
120,669 

7,385 

233,440 

805,120 

60,803 

45.000 
327,576 

60.000 
134,500 


carried forward 


18,447,041 


12,309,723 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


2 Reserves (continued) 

2006 2005 

R R 

brought forward 18,447,041 12,309,723 

Development administration capacity building grant 100,000 

Bulwer township establishment grant 250,000 

PMS grant 50,000 

Printer grant - 66 

DBSA tourism grant - 4,654 

KZN tourism grant - 6,382 

Disaster relief fund 163 070 129,000 

Vuna awards 750 310 781,574 


19 760 421 13 231 399 


Refer to Appendix A for more detail. 

3 Fixed assets 


2006 2005 

R R 

Fixed assets at beginning of the year 19 025 897 13 914 199 

Capital expenditure during the year 9 488 250 5 185 389 

28 514 147 19 099 588 

Less: Disposals during the year - 73,691 

Gross carrying value 28 514 147 19 025 897 

Less: Loans redeemed and other capital receipts 28 002 313 18 491 411 

Net carrying value 511 834 534 486 


Refer to Appendix C for more detail. 


4 Investments 

2006 2005 

R R 

Deposits with First National Bank: 

32-Day notice deposits 878 087 829 611 

Money market deposits 20 613 982 13 410 988 

21 492 069 14 240 599 


Average rate of return on investments 5,5% 5,8% 

Circulars issued by the provincial administration require municipalities to invest funds which are 
not immediately required with prescribed deposit-taking institutions and that the period should be 
such that it will not be necessary to borrow funds against the investment at a penalty rate to meet 
commitments. 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


5 Debtors 


2006 2005 

R R 


Property owners: rates 
Service charges 
SA Revenue Service: VAT 
Sundry debtors 

Security deposits with suppliers 
Sisonke District Municipality 


1 188 901 
169 233 
3 428 595 
674 950 
32 698 


858 117 
116 582 
3 601 711 
105,947 
28 199 
31,398 


Gross carrying value 5 494 377 4 741 954 

Less: Provision for doubtful debts 917 000 917 000 


Net carrying value 


4 577 377 3 824 954 


6 Creditors 


2006 2005 

R R 

Trade creditors 2 185 077 1 090 310 

Prepaid rates and service charges 61 459 57 761 

Sundry creditors 29 001 14,311 

Payroll deductions awaiting payover 784 1 257 

Sisonke District Municipality 4,658 

2 280 979 1 163 639 


7 Provisions 

2006 2005 

R R 

Audit fee 51 981 251 375 

Five-yearly property revaluation 1 000 000 1,000,000 

Staff leave encashments 320 252 147 197 

Workmen's compensation assurance 10 062 8,837 


1 382 295 1 407 409 


Refer to appendix A for more detail 

8 Assessment rates 

Site valuations 
on 1 July 2005 
R 

Land only 4 624 500 


Site valuations 



on 1 July 2004 

2006 

2005 

R 

R 

R 

4 537 500 

638 955 

612 782 


Revaluations of fixed property are performed once every five years. 
The last general revaluation came into effect on 1 July 2001. To 
save costs only land was valued. 

The rates randage was 14,75 cents in the rand on land 
( 2005 : 13,92 cents). 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


9 Councillors' and managers' remuneration 



2006 

2005 

Councillors 

R 

R 

Basic remuneration 

815 084 

769 462 

Housing allowances 

114 533 

93,682 

Travel allowances 

267 868 

221 633 

Telephone allowances 

170 075 

158 712 

Private space allowances 

54 410 

50 521 


1 421 970 1 294 010 


Municipal Manager 

Annual remuneration 

356 919 

294 506 

Motor vehicle allowance 

48 000 

80 067 

Performance bonus 

- 

75 000 

Leave pay 

- 

50 860 

Contribution to UIF 

1 253 

1060 


406 172 

501 493 

Chief Financial Officer 

Annual remuneration 

284 820 

267 000 

Motor vehicle allowance 

30 000 

30 000 

Contribution to UIF 

1 253 

1060 


316 073 

298 060 

Technical Director 

Annual remuneration 

260 820 

243 000 

Motor vehicle allowance 

54 000 

54 000 

Performance bonus 

- 

34 750 

Contribution to UIF 

1 253 

1 060 


316 073 

332 810 

LED and Tourism Manager 

Annual remuneration 

235 000 

109 526 

Motor vehicle allowance 

30 000 

15 000 

Performance bonus 

- 

7 500 

Contribution to UIF 

1 253 

530 


266 253 132 556 


The remuneration, allowances and benefits of the councillors 
are within the upper limits prescribed by the Public Office 
Bearers Act, 1998 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


10 Auditor's remuneration 


Audit fee - Current year 

- (Over) Underprovision in previous year 


2006 

R 

100 000 
( 30 954) 


69 046 


11 Finance transactions 


Total external interest earned 


2006 

R 

804 610 


Total external interest paid 


Capital charges debited to operating account: 

Interest - external 

- internal 

Redemption - internal 


12 Appropriations 


Appropriation account 

Retained income at beginning of year 
Operating surplus for year 

Retained income at end of year 


Operating account 

Capital expenditure 
Contributions to: 

Doubtful debts provision 
Audit fee provision 
Capital development fund 
Revaluation provision 
Staff leave encashment provision 
Disaster relief fund 

Workmen's compensation assurance provision 


16 970 
22 650 


39 620 


2006 

R 

690 541 
433 590 


1 124 131 


37 192 


69 046 
321 000 

173 055 
50 000 
23 212 


673 505 


2005 

R 

180 000 
112,981 


292 981 


2005 

R 

690 621 


3 155 


3 155 
19 903 
24 333 


47 391 


2005 

R 

319 375 
371 166 


690 541 


100 408 

509 
292 981 
245 500 
500 000 
47 716 
50,000 
18,151 


1 255 265 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


13 Adjustment for non-operating and other items 


2006 2005 

R R 


Non-operating expenditure charged against provisions and 
reserves 

Appropriations charged against operating income 

Capital development fund 
Provisions and reserves 
Fixed assets 


Capital charges against operating income: 

Interest paid: 

- on internal advances 

- on external loans 

Redemption: 

- of internal advances 


Interest on investments credited to operating account 
State subsidies credited to operating account 


14 (Decrease) Increase in working capital 


Increase in current debtors 
Increase in creditors (2005 : Decrease) 


( 12 

911 

594) 


321 

000 


265 

313 


37 

192 


623 

505 


8 

486 


22 

651 


31 

137 

( 

862 

460) 

(8 

500 

000) 

(21 

619 

412) 

2006 


R 


( 

752 

423) 

1 

117 

340 


364 

917 


( 12 

121 

956) 


245 

500 


859 

358 


100 

408 

1 

205 

266 


9 

952 


3 

155 


24 

334 


37 

441 

( 

726 

349) 

(6 

430 

000) 

( 18 

035 

598) 

2005 


R 


(1 

959 

367) 

( 

911 

453) 

(2 

870 

820) 




INGWE MUNICIPALITY 


Page 20 


NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


15 Cash and cash equivalents 

2006 

R 

Investments 21 492 069 

Bank balances and cash 626 450 


22 118 519 


The municipality operates two current bank accounts with 
First National Bank. The opening and closing balances shown 
on the bank statements are as follows: 


Closing 

R 

Primary bank account 
Salaries bank account 


645 115 


644 695 
420 


16 Capital commitments 

2006 

R 

Commitments in respect of capital expenditure: 

Approved and contracted 22 333 837 

Approved but not yet contracted 12 527 944 


34 861 781 


This expenditure will be financed from: 

Internal sources 

External sources 34 861 781 


34 861 781 


17 Contingent liabilities and contractual obligations 


2006 

R 


There are no contingent liabilities or contractual obligations 


18 Capital development fund 


Accumulated funds 
Less: Internal advances 


2006 

R 

1 574 280 
59 396 


Cash resources 


1 514 884 


2005 

R 

14 240 599 
51 921 


14 292 520 


Opening 

R 

60 243 
500 


60 743 


2005 

R 

22 333 837 
12 527 944 


34 861 781 


34 861 781 


34 861 781 


2005 

R 


2005 

R 

1 211 570 
73 855 


1 137 715 


See Appendices A and B for more detail. 
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NOTES TO THE FINANCIAL STATEMENTS 
for the year ended 30 June 2006 


19 Public improvement fund 



2006 

2005 


R 

R 

Accumulated funds 

1 085 624 

947 402 

Less : Internal advances 

52 140 

60 331 

Land 

404 062 

404 062 


456 202 

464 393 

Cash resources 

629 422 

483 009 


See Appendices A and B for more detail. 
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INGWE MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS - 30 June 2006 


APPENDIX A: STATUTORY FUNDS, RESERVES AND PROVISIONS 



Balance at 
beginning of 

Contributions 
during the 

Interest on 

Other 

Expenditure 
during the 

Balance at 
end of 


the year 

year 

investments 

income 

year 

the year 


R 

R 

R 

R 

R 

R 

Statutory funds 

Capital development fund 

1 211 570 

321 000 

83 420 

. 

41 710 

1 574 280 

Public improvement fund 

947 402 

- 

41 865 

117,289 

20 932 

1 085 624 


2 158 972 321000 125 285 117 289 62 642 2 659 904 


Reserves 


Equitable share grant 

4 685 315 

- 16 443 621 

16 722 807 

4 406 129 

Land development grant 

1010 

- 

1,010 

- 

Establishment grant 

110 440 

- 

110,440 

- 

Local economic development grant 

2 720 

- 

2,720 

- 

Amakhuze biodlversity grant 

604,133 

355 218 

242 589 

716 762 

Free basic water grant 

677 785 

- 

- 

677 785 

Financial management grant 

250,000 

250,000 

- 

500 000 

State housing subsidy - Bulwer project 

515,129 

2,001,523 

1,679,111 

837 541 

State housing subsidy - Creighton project 

7 705 

- 

341 

7 364 

State housing subsidy - Donnybrook project 

20,531 

62 856 

20 516 

62 871 

State housing project - Ngcobo's Farm project 

1,444,394 

0 

806 001 

638 393 

State housing subsidy - Tar's Valley project 

335,145 

1,077,818 

1,393,384 

19 579 

CMIP grant - Bulwer houslng project 

95 979 

- 

- 

95 979 

CMIP grant - Donnybrook water system 

194 941 

- 

- 

194 941 

CMIP grant - Ngcobo's farm infrastructure 

169,367 

- 

71433 

97 934 

CMIP grant - Nkwezela landfill site 

189 938 

- 

59,851 

130 087 

CMIP grant - Tar's Valley Infrastructure 

124,308 

- 

48 945 

75 363 

Indigent support grant 

670 493 

18 399 

13,109 

675 783 

Property rating grant 

170,000 

- 

- 

170 000 

Management assistance programme grant 

245 897 

20 456 700,000 

- 

966 353 

IDP grant 

120,669 

50,000 

76,497 

94 172 

Zashuke/Bhidla community gardens grant 

7,385 

- 

7,385 

- 

PIMS skills development grant 

233,440 

- 

59,615 

173 825 

Bulwer craft centre grant 

805,120 

- 

805,120 

- 

Land use management system grant 

60,803 

80,000 

134,648 

6 155 

GAMAP grant 

45,000 

- 

- 

45 000 

GIS grant 

327,576 

100,000 

69,209 

358 367 

Web page grant 

60,000 

- 

- 

60 000 

Antl-corruption grant 

134,500 

- 

- 

134 500 

Printer grant 

66 

- 

66 

- 

DBSAtourism grant 

4,654 

- 

4 654 

- 

KZN Tourism grant 

6,382 

- 

6 382 

- 

Municipal infrastructure grant 

- 

5 743 050 

3 588 456 

2 154 594 

Property valuation grant 

- 

165 000 

- 

165 000 

MFMA grant 

- 

100 000 

- 

100 000 

Inter-departmental monitoring grant 

- 

40 000 

- 

40 000 

MSIG grant 

- 

734 000 

185 436 

548 564 

Community development worker grant 

- 

96 000 

- 

96 000 

DME electrification grant 

- 

4 100 000 

2 000 

4 098 000 

Flousing plan grant 

- 

100 000 

- 

100 000 

Development administration capacity building grant 

- 

100 000 

- 

100 000 

Bulwer township establishment grant 

- 

250 000 

- 

250 000 

PMS grant 

- 

50 000 

- 

50 000 

Disaster relief fund 

129,000 

50,000 

15,930 

163 070 

Vuna awards 

781,574 

- 

31,264 

750 310 


13 231 399 

38 855 32 649 086 

26 158 919 

19 760 421 


Provisions 

Audit fee 

251 375 

69 046 



268 441 

51 980 

Leave encashments 

147 197 

173 055 

- 

- 

- 

320 252 

Property revaluation 

1 000 000 

- 

- 

- 

- 

1 000 000 

Workmen's compensation assurance 

8 837 

23 212 

- 

- 

21 987 

10 062 


1 407 409 

265 313 

290 428 

1 382 294 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS - 30 June 2006 

APPENDIX B: INTERNAL ADVANCES 



Balance at 

Received 

Repaid 

Balance at 


beginning of 

during the 

during the 

end of 


the year 

year 

year 

the year 


R 

R 

R 

R 

Public improvement fund 

Advances to rates and general service 

60 331 

- 

8 191 

52 140 

Capital development fund 

Advances to rates and general service 

73 855 

- 

14 459 

59 396 


134 186 

- 

22 650 

111 536 
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INGWE MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS - 30 June 2006 

APPENDIX C: ANALYSIS OF FIXED ASSETS 




2006 

Balance at 

Acquisitions 

Disposals 

Balance at 

2005 


Budgeted 

beginning of 

during 

during 

end of 

Acquisitions 


acquisitions 

the year 

the year 

the year 

the year 

R 

Rates and general service 

R 

R 

R 

R 

R 

1 342 664 

Real estate 

1 125 000 

9 690 011 

3 513 226 

- 

13 203 237 

3,271,072 

Roads, pavements, drains and fences 

1 550 000 

5 611 584 

5 540 435 

- 

11 152 019 

36 246 

Plant, machinery and equipment 

40 000 

136 584 

3 500 

- 

140 084 

453 560 

Vehicles, tractors and trailers 

430,000 

1 905 723 

197 633 

- 

2 103 356 

46 983 

Computer equipment 

40 000 

464 095 

167 093 

- 

631 188 

16 867 

Office furniture and equipment 

20 000 

813 838 

66 363 

- 

880 201 

5 167 392 


3 205 000 

18 621 835 

9 488 250 

- 

28 110 085 


Public improvement fund 






- 

Land 

- 

316 652 

- 

- 

316 652 

17,997 

Land development costs 

- 

87 410 

- 

- 

87 410 

17,997 


- 

404 062 

- 

- 

404 062 

5 185 389 

Total fixed assets 

3 205 000 0 

19 025 897 

9 488 250 

- 

28 514 147 


Loans redeemed and other 
capital receipts 







Loans redeemed 


201 626 

22 651 

. 

224 277 


Contributions from current income 


481 577 

37 192 

- 

518 769 


Grants and subsidies received 


17 600 143 

9 451 059 

- 

27 051 202 


Developers' contributions 


4 200 

- 

- 

4 200 


Asset revaluation surplus 


203 865 

- 

- 

203 865 




18 491 411 

9 510 902 

- 

28 002 313 


Net fixed assets 


534 486 

( 22 652) 

- 

511 834 


Note: 

In addition to the above capital budget of R3 205 000, the municipality had also budgeted for the following 
housing projects, the financial benefit of which will pass to the housing beneficiaries and will therefore 


not be capitalised: 

R 

Bulwer housing project 3 680 000 

Donnybrook housing project 7 697 085 

Tarr's Valley housing project 5 988 260 

Total housing budget 17 365 345 

Capital expenditure for the municipality 3 205 000 


20 570 345 


Total approved by National Treasury 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS - 30 June 2006 

APPENDIX D: ANALYSIS OF OPERATING INCOME AND EXPENDITURE 
for the year ended 30 June 2006 


2005 


2006 

2006 

Actual 


Actual 

Budget 

R 


R 

R 


Operating income 



6 430 000 

Government grants and subsidies 

8 500 000 

8 900 000 

2 054 790 

Income from rates, service charges etc 

1 896 761 

1 573 300 

8 484 790 


10 396 761 

10 473 300 


Operating expenditure 



4 550 545 

Salaries and allowances 

5 604 363 

6 683 935 

2 762 271 

General expenses 

3 531 763 

2 435 400 

407 509 

Repairs and maintenance 

429 232 

431 500 

47 391 

Capital charges 

39 621 

39 623 

100 408 

Contributions to fixed assets 

37 192 

100 000 

245 500 

Contributions to CDF 

321 000 

315 000 

8 113 624 


9 963 171 

10 005 458 
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INGWE MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS - 30 June 2006 


APPENDIX E: OPERATING ACCOUNT: DETAILED INCOME STATEMENT 
for the year ended 30 June 2006 





2005 

Actual 

income 

R 

2005 

Actual 

expendlture 

R 

2005 

Surplus 

(deflcit) 

R 


2006 

Actual 

Income 

R 

2006 

Actual 

expendlture 

R 

2006 

Surplus 

(deflclt) 

R 

2006 

Budgeted 

surplus 

(deficlt) 

R 

754 984 

544 586 

210 398 

Rates collections 

761 603 

43 843 

717 760 

729 200 

7 516 230 

6 991 915 

524 315 

Administration 

9 399 476 

8 639 108 

760 368 

840 549 

1 509 

43 336 

( 41827) 

Library 

647 

106 814 

( 106 167) 

( 107 914) 

- 

159 352 

( 159 352) 

Roads 

- 

374 449 

( 374 449) 

( 401844) 

185 892 

315 092 

( 129 200) 

Refuse 

198 760 

420 981 

( 222 221) 

( 221249) 

- 

12 015 

( 12 015) 

Toilets 

- 

15 884 

( 15 884) 

( 11800) 

26 175 

47 328 

( 21153) 

Town estates and cemetery 

36 275 

362 092 

( 325 817) 

( 359 100) 

8 484 790 

8 113 624 

371 166 

Totals for year 

10 396 761 

9 963 171 

433 590 

467 842 


- 

Approprlatlons for year 

- 

371 166 

Net surplus for year 

433 590 

319 375 

Retalned Income at beglnning of year 

690 541 

690 541 

Retained income at end of year 

1 124 131 
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ANNUAL FINANCIAL STATEMENTS - 30 June 2006 

APPENDIX F: STATISTICAL INFORMATION 


2006 

2005 

Approximate population 185 000 

180 000 

Valuations: Rateable propertles R 4 644 500 

Non-rateable propertles R 666 600 

4 624 500 

532 100 

Number of properties 258 

253 

Assessment rates - cents in the Rand: 

Land 14,75 

Buildings N/A 

13,92 

N/A 

Number of permanent employees 34 

29 


